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Plant expansion nationwide has 
been on the upswing in recent years 
and growth in Canada’s manufactur- 
ing sector is having a dramatic effect. 
As we drive across Canada we see 
hundreds of new manufacturing 
plants blending into the landscape. 

Whether in a major manufactur- 
ing centre, such as Hamilton, or in 
smaller communities such as Dundas 
or Stoney Creek, manufacturers are 
continually seeking new or expanded 
quarters. 

Billions of dollars are being spent 


‘each year on new plants and offices 


throughout Canada. For example, in 
Hamilton-Wentworth region, Stelco 
and Dofasco have completed or are 
currently in the process of com- 
pleting expansions representing cap- 
ital expenditures in excess of $1.3 
billion. Honda Canada’s new head 
office complex in Scarborough ts an- 
other multi-million dollar vote of 
confidence in the future of the Cana- 
dian economy. 

Metallurgic Farnham, Inc. of 
Beaconsfield, Quebec, has a newly 
constructed $17 million ductile irone 
foundry of 110,000 sq. ft. located in 
Farnham, south of Montreal, while 
Hermes Electronics Ltd., has ex- 
panded its manufacturing facilities in 
an industrial park at Dartmouth, 
Nova Scotia. In Edmonton, Trunoc 
Gypsum Products Ltd. has expanded 
its plant to increase allboard produc- 
tions by 50 per cent while the Genstar 
Group of Companies has construct- 
ed its sixth Canadian cement plant in 
the municipality of Delta, British 
Columbia. 

In the majority of these examples 
of manufacturing growth, the parent 
corporation has a corporate planning 
department or a team of specialists 
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who have experience and training in 
developing criteria for plant or office 
relocation or expansion. It is this 
group of experts who then have re- 
sponsibility of locating the new site 
based on the approved criteria. 

Most corporations do not have the 
financial resources required to em- 
ploy a team of relocation analysts. 
Fewer still have a separate depart- 
ment charged with the responsibility 
of developing a relocation/expansion 
matrix and then locating the best site. 

The objective of this article is to 
provide a check list or series of crite- 
ria that can be used by any astute 
manager to develop his own matrix 
for plant or office expansion or relo- 
cation. This article will also show 
you how to have some of Canada’s 
top consultants find the location for 
you at no charge and hopefully with 
a nice Government grant thrown in 
for good measure. 
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Company is faced with a 
major decision—expand 
present site or find new 
location. 


Once a company reaches a critical 
size or once new products or chang- 
ing markets require an increase in its 
production or office space, the com- 
pany is faced with a major deci- 
sion—does it expand at its present 
site or does it find a new location. 

In most instances, the initial reac- 
tion—expand at the present site—is 
the best and most sensible solution to 
corporate growth. However, man- 
agement is often surprised to find out 
that they cannot expand in their pre- 
sent location. Management must be 
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aware of the following potential bars 
to expansion at an existing facility. 
Zoning: 

Many plants built in older areas or 
in the core of most cities no longer 
comply with the zoning requirements 
that have been changed over the 
years to reflect modern planning con- 
siderations or local political condi- 
tions. More than once a corporation 
has committed hundreds of thou- 
sands of dollars in funds to expan- 
sion at an existing site, only to 
discover when a building plan is sub- 
mitted, that current by-laws require 
the purchase of an additional block 
of land in order to comply with 
coverage, set-back, or parking 
requirements. 

In a few instances the companies 
have been unable to solve the pro- 
blem and have had to relocate. 
Building Codes: 

Do your expansion plans meet cur- 
rent building code requirements? It is 
not uncommon that a company will 
find that its budget for expansion has 
been doubled by the requirements of 
building codes particularly when we 
are talking about additions or altera- 
tions to older buildings. 

You may find that you are re- 
quired to include sprinkler systems, 
fire stairways and new electrical 
systems just to name a few items. 
Check with your local building com- 
missioner in order to determine what 
changes might be required if you at- 
tempt to expand at your existing 
site. 

Millions of dollars are spent yearly 
in Canada by corporations who are 
looking for new sites for their expan- 
sion plans whether it be for the relo- 
cation of an existing operation, or 
the establishment of a new branch. 
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One major corporation that the 
writer has dealt with has a selection 
criteria matrix composed of some 
260 separate categories. The categor- 
ies range from quality of life to 
energy availability to transportation 
to local government attitudes. 

In this article we will attempt to set 
Out a simplified matrix of some 45 
items which will provide a corpora- 
tion with all of the basic information 
required in selecting a new site. We 
will also provide a standardized ma- 
trix which will be of great use when 
dealing with Federal or Provincial 
Economic Development Officers or 
Economic or Industrial Development 
Commissioners in local municipal- 
ities across Canada. 

The criteria discussed below are 
based on standards developed by a 
Conference Board Study and a num- 
ber of papers provided to the writer 
by the University of Waterloo. The 
criteria are similar to those used by a 
consulting economist employed by 
the Regional Municipality of 
Hamilton-Wentworth’s Economic 
Development Department. 

Their consulting economist pre- 
pares studies and researches informa- 
tion for firms that have expressed in- 
terest in locating in that region. A 
number of other Canadian cities in- 
cluding the Montreal Urban Com- 
munity, Calgary and Edmonton have 
similar services available. 

No five corporations list the same 
criteria as number one on their list 
for site location. However, a recent 
study by the Conference Board in- 
dicated that there are six major 
categories that every corporation 
places high on the list. These are: 

e Transportation 
e Labour Supply, Costs and Train- 
ing 
Marketing Factors 
Energy Costs and Availability 
Site Availability and Cost 
Community Influences and 
Quality of Life 
It is our intention to examine each 
of the above criteria plus other minor 
factors and then discuss how a ma- 
trix can be constructed in order to 
systematize your search. We will also 
discuss how you can obtain tens of 
thousands of dollars worth of free 
consulting as well as learning what 
Government grants and incentives 
are available to a qualifying corpora- 
tion. 
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One of the prime criteria cited by 
all corporate planners is the availa- 
bility of transportation to the new 
plant or office site. Availability of 
transportation may be subdivided in- 
to a number of smaller elements for 
the purpose of designing our site 
selection matrix. 


1. General availability of rail, 
truck, air or water transporta- 
tion. You must be able to deliver 
raw materials to your new site as 
well as deliver finished goods 
from the site to your clients. 

2. Availability of scheduled service. 
It seems obvious that once you 
have ascertained the availability 
of rail, sea or air services that 
you should review the scheduled 
availability of these services. It is 
no use having access to a deep- 
water port if you normally ship 
only a partial cargo and there is 
no scheduled service in or out of 
the port in question to your 
clients. 

The same may be said for air ser- 
vice. 


No use building new plant if 
its location is inconvenient 
to employees. 


3. Inbound and outbound shipping 
costs. A close examination of 
tarrifs of rail, sea and highway 
cartage firms indicates that there 
may be substantial differences in 
inbound and outbound shipment 
of goods. Normally you ship raw 
materials inbound and finished 
goods outbound and in many in- 
stances you switch carriers with 
the inbound raw materials com- 
ing by boat or rail and the out- 
bound goods going by boat, rail, 
road or air transport or in some 
cases a combination of the 
above. 

4. Labour Transit System. There is 
no use building a new plant or 
office if it is inconvenient or im- 
possible for your new employees 
to get to work or once at work, 
impossible for them to park their 
cars. A review should be made 
of local rapid transit such as bus 
and rail transit where applicable. 
You must also look at local high- 
way access and feeder roads to 
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your location. Can your employ- 
ees get to and from work easily 
with minimum stress. Once you 
have ascertained that your em- 
ployees can get to and from 
work easily then you must ascer- 
tain whether or not there will be 
sufficient parking spaces for 
them once they arrive. More 
than one company has relocated 
only to find that their new neigh- 
bours are creating a fuss because 
of traffic or parking congestion. 
Your employees will not enjoy 
getting a $10.00 ticket each and 
every day that they come to 
work and are forced to park ina 
restricted zone or a public street. 

5. Quality of Transportation Ser- 
vices. In this category we look at 
the highway road conditions, the 
frequency of transit services and 
rail line quality. We also look at 
the quality and availability of 
warehousing facilities at the 
port, rail yards or airport. These 
can all be set up in the matrix 
and given a weighting. 


Supply of Labour: 

Some corporate planners place this 
category first on their list of location 
selection criteria. This category may 
be subdivided into at least eight fur- 
ther areas of analysis for our matrix 
as set out below: 


Total Labour Force within com- 
muting distances. Many industries 
have located plants or offices very 
successfully in small, rural towns on 
the periphery of major industrial 
centers thus gaining the advantages 
of small town life with big city 
amenities close by. The key is that a 
sufficient labour force be within 
commuting distance. Commuting 
distance obviously depends on the 
type and quality of roads and rapid 
transit servicing the location. 


Skill Composition of Work Force. 
Most industries have specific skill re- 
quirements in their labour force and 
should attempt to match the required 
skills to the available labour pool. 
For instance, a steel fabrication firm 
must look seriously at Hamilton- 
Wentworth, Essex County, or 
Durham in order to match skill 
requirements to the available labour 
pool. 


Male/Female Labour Supply. Light 
manufacturing, assembly and gar- 
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ment production are three industrial 
sectors that have been very successful 
training and employing female la- 
bour. Employers must be aware of 
participation rates in the labour force 
of the area that they are investigating 
in order to determine whether or not 
there will be a large enough available 
pool. 

Training and Education Facilities. 
One of the largest costs faced by any 
company is the cost of training new 
employees. Many Provinces have 
been asked to provide on the job 
training or co-operative training pro- 
grams for local industry. For in- 
stance, Mohawk College of Applied 
Arts and Technology and McMaster 
University in Hamilton work closely 
with local industry to supply a large 
number of training programs, rang- 
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ing from tool and die making to a 
part time MBA Programme. 


Wage Rates and Fringe Benefits. You 
should always ask for a wage and 
salary survey showing wages, salaries 
and fringe benefits for the area in 
which you are intending to relocate. 
This survey should reflect the type of 
employees that your company will be 
hiring. We will tell you later in the 
article where and how to obtain 
salary survey information at no cost. 


Unionization. Management and 
labour have worked closely together 
in most areas of the country to 
achieve a balance that meets the ob- 
jectives of both company and 
employees. It is wise to get informa- 
tion on the areas that you are in- 
terested in, in order to review your 
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corporate objectives in view of the 
labour management history in that 
community or region. 

You may also find some surprises 
based on misconceptions. For in- 
stance most individuals would as- 
sume that Hamilton-Wentworth has 
one of the highest unionized labour 
forces in Canada because of the steel 
industry—but very few individuals 
acre. No, you’re not in the land 
speculation business, but as in the 
over 10,000 employees, is not 
unionized. So get the facts before 
you jump to conclusions. 
Reputation for Dependability, Pro- 
ductivity. Make certain that you talk 
to at least one other employer in an 
industry similar to yours or who 
employs similar labour in order to 
gauge productivity and dependability 
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of workers in that community gener- 

ally. However, remember that pro- 

ductivity and dependability are func- 
tions of the labour management rela- 
tionship. 

Seasonal Fluctuations, migratory 

trends. One major corporation had 

major problems meeting production 
schedules because a significant 
percentage of its labour force sud- 
denly became sick at the opening of 
the fishing and hunting seasons. 

They in fact were looking at install- 

ing a computerized personnel system 

to chart and forecast staff problems 
of this nature. 

Economic relation to market or 
main market center. A variety of 
economic relationships must be 
reviewed depending on the products 
or services being manufactured or of- 
fered. Transportation of raw 
materials and finished goods is 
becoming more and more expensive 
as energy and labour costs are im- 
pacted by the effects of OPEC and 
inflation respectively. Therefore cor- 
porate executives must be aware of 
the economic factors such as 
distance, trucking time, etc. 

When a corporation manufactures 

a product as well as having a sale and 
service facility then travel time to and 
from suppliers and clients becomes 
important. 
Population of Trading Area. Many 
firms locate in our area because there 
is a market for these products or ser- 
vice close by—a market easily servic- 
ed. Three major factors must be re- 
viewed when dealing with demo- 
graphic information: 

1. Whenever possible get apple to 
apple comparisons. It is no use 
having 1971 Statistics Canada 
figures from one location, 1976 
Statistics Canada figures from 
another and 1980 from a third 
municipality. Establish a com- 
mon base. 

2. If you are forced to use older 
base figures then attempt to 
determine whether the current 
Statistics indicate a positive or 
negative growth of population in 
the trading area. 

3. Statistics Canada uses the term 
Census Metropolitan Area for 
its compilations. Sometimes the 
political boundaries do not 
match the CMA. In these cir- 
cumstances make certain that 
you have the proper breakdown 


16 


of statistics for the specific area 
that you are evaluating. 


Income Levels. This demographic 
information is more important for 
retailers but if the salary survey 
figures are not available you may get 
some indication of salary by making 
use of income levels by family and 
average weekly earnings of employ- 
ees in the CMA area. 


Location of Competitors. You may 
find it beneficial to locate a new 
facility close to its major competitors 
for a variety of reasons. For in- 
stance, there may be a good pool of 
trained labour, some of whom may 
be looking for a change. If your 
competitor is there and very suc- 
cessful he must be doing some things 
right—perhaps location is one of the 
‘right’ things. 


Retail Outlets. If you are producing 
specialty furniture for instance, and 
your production is only 5 million 
dollars a year, you may find that you 
should be located within fifty miles 
of a major urban concentration in 
order to have access to all retail 
outlets that might sell your product. 


Review energy requirements 
—electricity, coal, gas and 


oil. 


Most Canadian businesses have 
this category low on their list of pri- 
orities but in every instance in deal- 
ing with European, Japanese or 
American business executives, this is 
a category that has a very high pri- 
ority. You should review your energy 
requirements in the area of electrici- 
ty, coal, gas and oil in order to deter- 
mine what elements to include in 
your matrix. 

It is also wise to look at current 
and projected availability of energy 
as well as existing or proposed 
government policy. In some jurisdic- 
tions you may qualify for large 
grants to install solar systems or 
other energy saving systems in a pro- 
posed or existing facility. 

You must also gauge the impact of 
future energy price increases on your 
product cost. Thus if you are looking 
at a site in Ontario, a site in the 
United States and a site in the 
Republic of Ireland, energy will play 
a very key role in your decision. 
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Disposal of Fuel by-products. 
More and more environmental issues 
are coming to the forefront. Make 
certain that your matrix contains this 
category. In at least one instance that 
the writer is aware of, a company is 
having to spend 1 percent of its gross 
profit for special handling of its 
waste products which include fuel 
wastes. 


Land values often become a prime 
factor in new plant locations. In this 
writer’s opinion land values are often 
given too high a priority. Let me ex- 
plain why. Company A needs ten ac- 
res for its new 150,000 sq. ft. plant 
and suitable industrial land varies in 
cost from $35,000 to $100,000 per 
acre. Total building costs will be 
$30.00 per sq. ft., or $4,500,000 for 
buildings. Land prices range then 
from $350,000 to $1,000,000 or a 
factor of $650,000. 


In some instances it is much better 
to pay the extra $650,000 which rep- 
resents approximately 25 per cent of 
the building, in order to obtain the 
best location from the standpoint of 
markets and labour. 


There is no use paying $35,000 an 
acre for land when all employees will 
have to drive long distances to work 
over bad roads, or the company will 
have to subsidize travel by car pool- 
ing. An investment of only another 
$65,000 per acre solves all of these 
transportation problems that may 
plague management from day one 
and worsen as the cost of fuel im- 
pacts employee wages. 

Your matrix then should reflect 
some or all of the above considera- 
tions. 


Building Costs. Most municipalities 
have lists of local builders who can 
provide reasonably good estimates of 
the cost of a new building or of re- 
furbishing an existing building. It is 
often better to use a local builder be- 
cause he will be familiar with the 
idiosyncrasies of local building codes 
and zoning. 

Make certain again that your 
requirements are clearly defined and 
that you compare apples to apples. 
In the normal course of events build- 
ing costs should not fluctuate by 
more than $1.50 per sq. ft. based on 
local by-law requirements. 

Space for Expansion. Planning for 
expansion should mean just that; 
plan for expansion. An internal cor- 
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determine not only what current 
space is required, but also to consider 
the requirements for at least the next 
five years, and in most instances for 
the next 10 years. 

You may find that acquiring an ex- 
tra acre or two of land today at to- 
day’s prices is the best investment 
your corporation can make. The 
writer is familiar with a case where a 
corporation bought an extra 20 acres 
fifteen years ago for about $1,000 
per acre. They are currently selling 
off part of the land at $60,000 per 
acre.No, you’re not in the land 
speculation business, but as in the 
above case, the additional $20,000 
investment has grown to $1,200,000 
over the past 15 years. In some cases 
it is better to over-purchase initially, 
than to run out of land. Make certain 
that you buy enough today to meet 
forseeable future requirements. 

Water and Sewer. Availability of 
adequate proper quality water. Most 
municipalities can supply you with 
an analysis of their water. In some in- 
stances you will be building in a dry 
industrial area where no water supply 
is required save for employee hy- 
giene. In this instance, either a well 
or trucked in water may be required. 

If you are planning to relocate 
make certain that there is a sufficient 
supply of useable water. Some in- 
dustrial plants require soft water 
which may not be available in some 
communities. 

Costs of Water. These differ from 
community to community and may 
play a major role in your decision. 


Sewer Availability and Costs. Some 
municipalities have areas zoned for 
dry industrial use and liquid and 
solid wastes can be disposed through 
the use of septic systems and/or 
holding tanks. However, in most in- 
stances industrially or commercially 
zoned land will have municipally 
supplied sewers abbuting the proper- 
ty or existing services installed into 
the subdivision. All municipalities in 
the Province of Ontario are now 
regulated by the Provincial Govern- 
ment in the area of liquid and solid 
waste disposal. You should deter- 
mine what your waste products will 
be and whether or not you will be 
able to dispose of the waste into the 
municipal sewage systems. 
Industrial Liquid and Solid Waste 
Disposal may become a major pro- 
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blem in some localities. If your waste 
products are not acceptable to the 
local municipal sewage system or 
sanitary land-fill system, then you 
should determine what alternatives 
are available and the cost per gallon 
for disposal by companies specializ- 
ing in that industry. 


Housing availability and price 
should be a key item in any selection 
criteria matrix. If you will be moving 
any management personnel to the 
new location, they are going to want 
to know how their lifestyle in terms 
of a number of factors will be af- 
fected. For instance, a move from 
Hamilton to Toronto or Mississauga 
might represent a 50 per cent jump in 
the cost of housing. This may impact 
employees willingness to move. 


Local attitudes are very important 
both from the company’s and from 
the new employee’s standpoint. If 
Local or Regional Government does 
not favour industrial growth then 
you may find your management 
spending a substantial portion of 
their time fighting with local politi- 
cians or staff who do not favour in- 
dustrial or commercial! expansion. 


Physical attractiveness plays an- 
other major part in site selection. 
More and more employees are 
extending their search for a better 
quality of life right to their working 
place. If you can, you want to locate 
in a community that has fresh water 
lakes for swimming, parks, recrea- 
tion areas, pretty rivers and clean air. 

Recreational facilities including 
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golf, skiing, hiking, tennis, arenas, 
swimming pools, gyms and health 
clubs all should be reviewed to ascer- 
tain that your employees will have all 
of the above facilities available either 
locally or within a short drive. 

Fire and police protection are im- 
portant both from the corporation’s 
and the employees standpoint. Statis- 
tics should be available showing 
crime rates as well as fire protection 
response times. Insurance rates will 
reflect the effectiveness of the local 
fire and police protection. 

Social structure is a factor that sur- 
faces in most selection criteria ma- 
trixes. Such factors as income levels, 
ethnic composition and church 
groups will be of interest to employ- 
ees who will be transferring to the 
new site. 

Universities, Research and Educa- 
tion Facilities will be of great impor- 
tance to both the company and its 
employees. The company as noted 
above will be interested from a train- 
ing and research standpoint but the 
employees will be interested from the 
standpoint of the education of their 
children. Executives will not move to 
communities where their children 
won’t receive a good education. 

Cultural and historical factors will 
also play a part in helping your com- 
pany to attract all levels of manage- 
ment and employees. Such factors as 
museums, art galleries, a performing 
arts hall and a good library system 
are of importance to your company 
and its new and relocating 
employees. 


LUTHOR 


John Morand is Director of Economic 
Development for the Regional Municipality 
of Hamilton-Wentworth. 
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